BILL # HB 2670 TITLE: schools; compulsory attendance; age; increase
SPONSOR: Prezelski STATUS:. As Introduced
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FISCAL ANALYSIS

Description

The bill would require every child between the ages of 6 and 18 years of age to attend school. Current law does not require
17 and 18 year olds to attend school.

Estimated | mpact

The fiscal impact of the bill cannot be determined. The cost would depend on the bill’s effect on the statewide dropout rate,
which is highly uncertain. If the bill were to reduce the statewide high school dropout rate to zero (the maximum impact
scenario), however, K-12 Basic State Aid costs would increase by roughly $180 million in FY 2009. In addition, costs for
new school construction would increase by an estimated $325 million on a one-time basis under that scenario. Any new
school construction costs from the bill, however, most likely would be spread over 3 or more years assuming typical cash
flow patterns for such projects.

The Arizona Department of Education and the School Facilities Board do not have fiscal impact estimates for this bill.
Analysis

Table 1 shows estimated increases in statewide Average Daily Membership (ADM) counts and K-12 equalization funding
costs for high school pupils if the bill caused the statewide dropout rate to decrease to zero, which would be its maximum
impact scenario. The ADM estimates in the “Current Law” column of each table are current JLBC projections based on
Arizona Department of Education (ADE) data for FY 2007. The “If No Dropouts” column shows roughly what statewide
ADM counts would be for each grade level under a dropout rate of zero. The latter column assumes that 3.4% of 9™ graders
drop out each year based on current ADE data and that each high school grade level cohort would grow by 3% annually if
there were no dropouts due to population growth based on current trends. The ADM “Change” column in Table 1 equals the
“If No Dropouts” total for each row minus the “Current Law” total for that row.

The last column in Table 1 (“Cost at $5,450 per ADM pupil”) provides a rough estimate of how K-12 equalization funding
costs (state plus local) would increase under a hypothetical dropout rate of zero. That estimate equals the ADM “Change”
figure for a respective row multiplied by $5,450, which is the projected average Basic State Aid cost per pupil for FY 2009.

Table 1. Potential Fiscal Impact for FY 2009 (maximum impact scenario that assumes a dropout rate of zero under the bill)

Estimated Statewide Average Daily Membership (ADM)

Cost at $5,450 per
Grade Level Current Law If No Dropouts Change ADM pupil
Grade 9 92,600 95,700 3,100 $ 16,895,000
Grade 10 87,100 92,900 5,800 31,610,000
Grade 11 79,500 90,200 10,700 58,315,000
Grade 12 74,100 87.600 13,500 73,575,000
Total 333,300 366,400 33,100 $180,395,000

The extent to which the “high end” costs in Table 1 would occur under the bill is unknown because the effect of the bill on

the statewide dropout rate is highly uncertain. Part of this uncertainty is due to the large number of factors that can contribute
to a pupil’s decision to drop out of or return to school. In addition, the bill does not require school districts or other entities to
hire additional personnel to enforce the higher mandatory school attendance age, so the level of enforcement that would occur




under the bill is unknown. A.R.S. § 15-804, which is unchanged by the bill, allows school districts to hire “attendance
officers,” but does not require them to be hired.

Under the maximum impact scenario depicted in Table 1, the state would pay roughly 99% of the total costs and “local
share” revenues would cover the remaining 1%. This is because most school districts already meet their entire “local share”
funding requirement under current law, so additional costs due to ADM growth (if any) under the bill would be paid entirely
by the state for those districts. The only exception would be for “non-state aid” districts, which are school districts that still
have some “unused” local share funding because of their very high levels of taxable property value per pupil. Non-state aid
districts currently pay for all of their own K-12 formula costs and would continue to do so under the bill. It is estimated,
however, that only about 1% of costs for ADM growth above current levels (if any) under the bill would be paid by non-state
aid districts.

The bill would directly affect only 17 and 18-year-old pupils (most of whom are 11" and 12" Graders), since younger pupils
already are required to attend school under current law. For simplicity, however, Table lassumes that the bill would affect
dropout rates for all 4 high school years. Most of the ADM changes in the table nonetheless are for pupils in Grades 11 and
12, since those grades currently are most affected by ADM declines due to dropouts.

Table 1 does not include funding for additional high schools that potentially would be required under a statewide dropout rate
of zero. This cost is estimated at approximately $325 million on a one-time basis. The $325 million estimate assumes that
half of affected students would trigger a need for new SFB-funded classroom space and that each of them would qualify for
125 square feet of new space at a cost of $164 cost per square foot (31,900 affected students X 50% trigger new space
entitlements X 125 square feet per pupil X $164 per square foot = $325 million). The square foot per pupil and cost per
square foot assumptions in that calculation are based on the funding formula for new school construction prescribed for

FY 2008 in A.R.S. § 15-2041 under current law.

Local Government | mpact

Under the maximum impact scenario depicted in Table 1, local school districts would have to expand their staffs and build
additional high school space in order to accommodate higher numbers of high school pupils. This potentially could increase
local K-12 equalization formula costs for non-state aid districts. It also potentially could increase the amount of local “Class
B” bond revenues that school districts would seek to generate under A.R.S. § 15-1021 in order to supplement funding for
new school construction that would be provided to them by the School Facilities Board. The extent to which either these
new costs would occur under the bill, however, is unknown.

Amendments

None
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